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Why has capitalism produced economic growth that so vastly dwarfs the growth record of other economic
systems, past and present? Why have living standards in countries from America to Germany to Japan risen
exponentially over the past century? William Baumol rejects the conventional view that capitalism benefits
society through price competition--that is, products and services become less costly as firms vie for
consumers. Where most others have seen this as the driving force behind growth, he sees something
different--a compound of systematic innovation activity within the firm, an arms race in which no firm in an
innovating industry dares to fall behind the others in new products and processes, and inter-firm
collaboration in the creation and use of innovations.

While giving price competition due credit, Baumol stresses that large firms use innovation as a prime
competitive weapon. However, as he explains it, firms do not wish to risk too much innovation, because it is
costly, and can be made obsolete by rival innovation. So firms have split the difference through the sale of
technology licenses and participation in technology-sharing compacts that pay huge dividends to the
economy as a whole--and thereby made innovation a routine feature of economic life. This process, in
Baumol's view, accounts for the unparalleled growth of modern capitalist economies. Drawing on extensive
research and years of consulting work for many large global firms, Baumol shows in this original work that
the capitalist growth process, at least in societies where the rule of law prevails, comes far closer to the
requirements of economic efficiency than is typically understood.

Resounding with rare intellectual force, this book marks a milestone in the comprehension of the
accomplishments of our free-market economic system--a new understanding that, suggests the author,
promises to benefit many countries that lack the advantages of this immense innovation machine.
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From reader reviews:

Richard Shumate:

Within other case, little persons like to read book The Free-Market Innovation Machine: Analyzing the
Growth Miracle of Capitalism. You can choose the best book if you want reading a book. So long as we
know about how is important some sort of book The Free-Market Innovation Machine: Analyzing the
Growth Miracle of Capitalism. You can add knowledge and of course you can around the world by just a
book. Absolutely right, since from book you can understand everything! From your country until finally
foreign or abroad you will be known. About simple issue until wonderful thing you may know that. In this
era, we could open a book or perhaps searching by internet device. It is called e-book. You can utilize it
when you feel fed up to go to the library. Let's study.

Carl Guerra:

This The Free-Market Innovation Machine: Analyzing the Growth Miracle of Capitalism are reliable for you
who want to be described as a successful person, why. The key reason why of this The Free-Market
Innovation Machine: Analyzing the Growth Miracle of Capitalism can be one of the great books you must
have is usually giving you more than just simple studying food but feed you with information that maybe
will shock your previous knowledge. This book is usually handy, you can bring it everywhere you go and
whenever your conditions in e-book and printed ones. Beside that this The Free-Market Innovation Machine:
Analyzing the Growth Miracle of Capitalism giving you an enormous of experience like rich vocabulary,
giving you trial run of critical thinking that we realize it useful in your day exercise. So , let's have it
appreciate reading.

Roberta Haile:

Typically the book The Free-Market Innovation Machine: Analyzing the Growth Miracle of Capitalism has a
lot info on it. So when you check out this book you can get a lot of gain. The book was authored by the very
famous author. This articles author makes some research before write this book. This specific book very easy
to read you can find the point easily after reading this article book.

Anthony Muller:

Is it you who having spare time then spend it whole day by simply watching television programs or just lying
down on the bed? Do you need something new? This The Free-Market Innovation Machine: Analyzing the
Growth Miracle of Capitalism can be the answer, oh how comes? The new book you know. You are
therefore out of date, spending your free time by reading in this new era is common not a geek activity. So
what these books have than the others?
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